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Ms. Magalie Roman Salas
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Room 222
1919 M Street, NW
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Please find attached a letter from the undersigned, counsel to rCG
Communications, Inc., with regard to the above-referenced proceeding.

Please contact me if you have any questions.

Sincerely,

Albert H. Kramer

AHK/gsw

cc: Kevin Martin
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Mr. Kevin Martin
Office of Commissioner Harold Furchtgott-Roth
Federal Communications Commission
1919 M Street, N.W.
Room 802
Washington, D.C. 20554

Re: CC Docket No. 98-79; CCBjCPD 97-30

Dear Mr. Martin:

WRITTEN EX PARTE
PRESENTATION

This letter IS to follow up on the meeting you had recently with Cindy
Schonhaut, Senior Vice President of Government and External Affairs, ICG
Communications, Inc. ("ICG"), and Michael Carowitz and the undersigned, counsel to
ICG. In our meeting we discussed the Commission's forthcoming action in the above­
referenced docket and possible options for the Commission to take to ensure that the
Commission's forthcoming order in the tariff investigation does not have any unintended
impact on reciprocal compensation for dial-up calls to Internet service providers ("ISPs").

Yesterday, yet another state, California, has joined 21 other states in finding that
dial-up calls to ISPs are local, intrastate calls that are subject to reciprocal compensation.
No state has found to the contrary. In a press release issued by the California Public
Utilities Commission ("California PUC"), as well as in the draft decision that was
circulated prior to the state commission's action, the California PUC stated that its

determination that [calls to ISPs] are local calls aligns with the FCC's
report on Universal Service which indicates that internet access
includes more than one component - a connection over a local
exchange network and an information service. Since these calls are
local calls, reimbursement for their costs is guided by the
interconnection agreements between local service providers.

Once again, in the face of continuing state decisions finding that calls to ISPs are
local, we urge the Commission to recognize that such calls are intrastate in nature and
within the states' Section 252 authority over interconnection agreements. The
Commission should avoid taking any action in the above-referenced proceeding that would
upset the careful balance envisioned by the Telecommunications Act of 1996. Instead,
consistent with the integrity of the Act, the Commission can respect state authority by
allowing the tariffs for DSL service to stay in effect because DSL service can have interstate

918713 v5: J_VT05!.DOC
1177 Avenue o/the Americas. 41st Floor. New York, New York 10036-2714

Tel (212) 835-1400. Fax (212) 997-9880
http://wJPw.dsmo.com



applications. The Commission should not make a determination about the jurisdictional
nature of calls to ISPs in these proceedings.

For your convenience, I have attached both the California PUC's press release
and its draft opinion.

Please call me directly if you have any questions or concerns.

Very truly yours,

fllwfl~/-~
Albert H. Kramer

AHK/mjo

2
918713 v5; J_VT05!.DOC

DrCKsTErs SHAPIRO MORI\ & OSHI~SKY LLP



CPUC-551
H~ CR94-04-(43)

October 22.. 1998.

California. Public Utilities Commission
107 S. Broadway, Rm. 5109, Los Angelea CA 90012

NEWS RELEASE www.cpue.ca.gov

CONTACT: Kyle DeVme
213-897-4225

CPUC MAINTAINS JURISDICTION OVER ISP CALLS
...'

The California Public Utilities Commission (CPUC) today aflirmed jurisdiction

over telephone calls between consamers and Internet Service Pro'riders OSPs)7 and

determined that they are local calls ifthey are C01J1pleted within the callers local

senice area. Th~ when that local call begins from one local phone companys

network and ends at another local companY's network, the originating C01l1pany pays

the cost o£te:cminating the calL

Typically. an ISP provides internet access to its customers by providing 1oc:al

telephone numbeu for customers to dial to reach the ISP. Disputes have arisen over

whether the CPUP or the Federal Commuilications CommjMion (FCC) has

jurisdiction over these calls and how to bill them. The CPU(Ys determination that. .

they are local calIs aligns with the FCCYs report on Universal Service which indicates

that internet access includes more than one compoD6Dt. a connection over a local

exchange network and an information service. Since the calls are local calls,

reimbursement for their eosts is guided by the interconnection agreements between

local service providers.. The agrooments state that costs for local calls which originate

&om. one carrier and end at another will be covered by the originating carrier.

The telepJiooe numbers ISPs provide are usually within a consu.m.ers local

phone service area - often referred to as the LATA Depend.ing on the distance

between the caner and where the nmnber resid~ the consumer's cost for the call may

be COveled. as part ofthe monthly service chaIges or toll chaxges may apply_ 0 .
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BEFORE THE PUBUC UTIUTIEI COIIIIISSION OF THE STATE OF CAUFORNIA

. ocr-\4-U lJ;D& FROIl-

Duque/tjs..

Order mstitllting Ru1eInakiDg an the
CommiSSiOn's~Motion into Competition for
LocalExchange~

4 Ru1emaking 95-Otr-043
(Filed April 26, 1995)

Order Il\stitutingInvestigationon the
Cammission's OwnMotion into Competition for
Local Exchange Semce.

Investigation 95-04-044
(Filed April 26, 1995)

OPINION

By this order, we affirm our jurisdidion over telephone traffic between end

user.; md Intemet Service Pravide1'& (ISPs).. and seek further infonnation to

detetinine whatprldng policies, c:onststent with appIicable statutes, best.serve

CaIifomia's needs for an advanced te1ecanWlunications infrastnlcture. We

themore defer tubng.at this time that such c:alIs are subject to the biU--and.keep

or leCiprocalc~ provisioIls of applicable interconnection agreements

untilwemore dosely pxUl1ine this policy issUe.1
. .

, Under standardredpr~compen!2ltiOn pravisians of intereomledion conlndS, the
cost ofprovidU\g access for a custmnel'& Jocal call that arigiJulla &om cme lacal
ex.chal1ge c:auier's netwark and~ cmanodler local~ge canitft"1i netWork
isa'lU'iblUed 10 the caniet from. w!Udl the call 0IiPared. .(47 aRSec. 51.7Ol(e), 51.7OS
(1997).) 5ach "'"local- calls atedistiztct from '1ong~... calIs whieh mete1y pass
thtough intete'Jl'Cbange swi1x:hes and involve access chmges J'ather than reciprocal
compensatiDnfees. . ~
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Background
On Matclt 18,1998, the Califamia Telecommunications Coalition

" "

(CoaJitionp filed a motiOnin the Loc:I1 CompetitionPocket &Peking a ruling

regarding the jutisdictioaal statuS~ billingtl~tmentof te1ephotle c:al1s

utilizing a local~changenumbex to aeee;, JSPs. Disputes have wen in

i1\telCOm1eCtio a~eements e.wer which c.a:mer should pay for the cost of

terminating ca11s otiginatedby CU;Stomezs of the ilu:mnbentlocal exchange curler

(lLEq to acce6S JSPs which. in tum, are telephone customers of a competitive

local carriu (CLC)~ 1Jpica11y, an ISP ptrfChases telephone lines located within

the 1aca1 caUmg uea of its CUSt:omels to provide Internetaccess by having the

c:ustomer dial a t.ocall\mn~~ ano~ telephone line. Such calls are

rated as local, thus aD.owing the caller to utilize the ISP's service Without

inalrdng toll charges. The 1SP then convetts the analog messages hom i~

C11St01l\e1S into data "pac~~mat are sent through its modem to the Internet

and its host computers and servers worldwide.

The_Coalitionseeks aCommissiOn order affirming thatsuch calls to ISPs

Ghoulcl~ treated as local calls, muter Comulission jurisdiction" Mel 6Ubject to the

biU-uui-bep or reclprocal compensationprovisians of applicable

in~agzeements. The Coalition sef!b generic resolution of~ issue

withinR.~,the L.oca1 CompetitionOocket in light of me position
~ .

ad~byPadfic"BeU (Pacific) daiming that calIs to an lSP constitute~tate

caDs. Pacific believes such caDs are notsub.Ft to this Commission's jurisdiction.,

• I •

I ):01' pureases oftl\e Motion, the CaaUtianc:ansI&t5 of the following paaies: leG
TelecomGnmp, Inc,TeleportCaaunuiW:ations Gfoup, Inc... MO TelecammunicatiOns
CatpoEation.. Splint ComImmimtia:ls Co.., L.P'W Time Wamer AxS ofCalif~L.P.,
Teligerd;, Inc., CaUfamia Cable Television~tion-



.. .,

and do l\Otqualify for the teeiptoeal compensation attaJigements which ate

applicable only to local calls. The Coatitionclaims that" as a xesult of Pacific"s

position.. CLCs ue being unfairly deprWed of compeliSaUon for teuniuatmg !SP

traffic. Two cmnptaintcases~ pendingbefore the~on raise this

same Issue in the ccmtext of speeific tn1Etmnnedion agreements in dispute. the

CoaIitiatiex~concetn that the~o complaint c::ases axe likely only the arst
ofmany more disputes to come if the Ccmunission does not teSolve this issue

~yjntbJs~

Responses to the Coalition's motion were filed on Aprl12.. 1998. Responses'

in supporl of the motion were filed by various parl:ie$~ting CLCs.

Responses inopposition to the motion were med by the two largein~t

local~ camel'S (lLECs), Padfic and GTE Califomia (GTEC).. and by a

group of small ILECs.J On Aprl116, 1998, the Coalition filed a reply to the

~ ofPad6c aM GTEC. en-May 8, 1998, Pacific and GTEC: ead1. tiled a

further response to the tepty of the Coalition. We hiwe taken parties' comments

into acmunt in resolving this dispute. '-

Position of Parties

Th2 Coalition argues that: I5P~meets the definition of a local can; and

is subJect!O this Commission's jurisdiction as intras1ate traffic, subject to

xedpxucal compensation IeqUttemenb. Ute Coalition measures call

-r~ al: the pointwhere the callis delivered to~ telephone exchange

service bearing the called number.-The Coalition claims that where an lSP uses a

3 n.esm.n It.ECs filing comttlents were Evans TelephoneCompany" Happy Valley
Telephone Company, Homitos Te1eplume Coli\pany, J.<.emw\ Te1ephot1e Co., Pim1ad.es
Telephone Company,1b.eSiskiyou TelephcmeCompaft1,The Volcano Telephone
Compahy. mdW1tderbavenTelephone Company.

,.
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phone liIle 1oc&tedwithin tl1e kJCIll calling area of Us customers, the calls to the

ISP telAtiuate when the ISP's modem answers~ customers' incoming calls over

loc:al-pbaPe lines.

The Coalition thus views ISPsetVice as amsUtuting two separate

segments, the fiIS~of~bicl1 is abask local teJei:onunurW:a~ service.. with the

end USC!1's call terminating at the lSPmodem. The CoalitionvieWs the second

segment as a separate data. t1'iU\S1I1is&io which does JlOt involve
. .

~tions~Ibut which is an erihal\ced information service

utilizing worldwide computa networks. If the call did net terminat2 at the lSP

m.odem. reasons the Coalition, then the ISP would have to be a
. .. .

teleaa1S\Unications carrier, p:oviding long distal1a! service. Yet, the ISP is

treated as a customer by the underlying te1eeammunicatiOnS earners proViding

the JSP service. In further support of its vieW that lSP traffic is intrastate in

nauue, the Coalitipn cites me FCC's Access ChctrJe ClnkT whichprescribes that

InformationService:Providers~y pmdlase services frQm ll.ECs under the same

intrastate tariffs aV'ailable to end users•
....

Other parties xepresetlting CLCs suppon the Coalition's motion, ;nguing

that meyhave 4eveloped~ plans~ inpart on the eurrentindmtty

Pladice ofreci~ocal compensation for 1oCa1 caDs to JSPs. The O-es state that the

dispute aver this issue creates an unaa:eptahle level of uncenainty, warranting

expedited Commission aetiO!I affinniIlg that cunent industry practice is canect.

The IlECs oppos~the Coalition's~~ arguing that ISP traffk is not

1~but is intel:State in nature, and thus, not subject to this Commission's

jurisdidion. As such, the ILECs argue that the~ has no authority to

requite reciprocal compensation for termination af ISP traffic, which they claim. is

subjed: exclusively· to fCC jluisdiction..

.. 4-
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Pacific acbow1edges that the Peehas pennitted. J5P& to purchase ILEe

seNices1U1der intrastate tariffs andhas exempted JSPsfrom access charges, but

~ such actions merely as indicatois that1!1e FCChas jurisdictionover

these servk:es, but has chosenfor poIk:y leasot1S to forbear from treating the eaUs

as interstate wi\h respect tg~ charges: The ILECs claim that the very fac:t

that the FCChas exempted Information~ ProviderS from. feclera1 access

cha1'ges demonstrates tbat it has jurisdiction ewer 6UCh calls" othelWi&e the FCC

would have had no allthon~in fbe first pJa.ee to.grant an exemption for such

calls.

The ILSCs deny that caJ1s to ISPs -termmateM at the ISP's·mo4em., but. . .

argue that such caDs remain in transit thfough the modem for furiher telay aaoss

state and MtUmal boundaries via the Intemet. !u such. the llECs de6na ISP

traffic as intets1atebased on the fact that the ISr sends and receives data

tranSmitted to its local e1J5to11U!n which may in"olve access to com.puter

networks located Qutside of Ca1i:fornia at even ou1Side of national boundaries.

GTEC ugaes that a couunun1Cationmustbe analyzed, far jutisdictional

pmposes, from its inception to its completion. G1BC seeks. to draw an analogy

between the intennediate:SWitdUng of~tate·ca11soflang distance ccmiers

and 1he baftSmission perfatm.ed by the ISP modem, connecting to worldwide

websibls.

GTSC upes that ISP caDs involve bo1h intJasta1e and inlelslate elements,

and as~ IIl'e inseverab1e for jul.isdicdonal PurPases. GTEe Cites the Memory
CIlll~ uggmg that in it, the FCC'applied an end.m-end ai1alysis to BeJ1Scu1h's

voicemaiI servia! to .~Cmcludet:bat it was jurisdidionally intel'State, evet'\. though it, .

uti1i%ed IUl intras1ate callfozwarding semce to allow om-of..state callers to

retrieve llU!SS&ges. GTEC ugues that as~ analysis ~Qulcl apply to ISP

.. 5-
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traffi&; thereby renderingitju:risdidioM1ly intetstate. (petition for~

Relief and~toryRuling FiledbyBeDSouthCol'pl 7~~Ba11619 (1992.).)

The small ILECsraise c:cn=n over tile ilnpadon theIr operations if the

CommissianmJed that1SP ttaBk be Il!&ipd~ the intrastate juti5d1dion. The

n.tes and W9emu5 of the smaD.ll..ECs' dependin la!ge measul'e on ca1.calatiOt15

based on intra-and-interstate Q11ing traffic ratios. The &ma1llLECs claim that Ute·

potENhd revenue Ghifts causedby~ c:hanges Injurisdictional assignments .af

the son adchessed in the Motion are so significant thatCongress requires such

mattel& to be~'M~ the Fedaal-State Joint '&oard. The smaD. RECs question

the jcuisdiction of the Commission to \II1ilaterally ded4e the jurisdid:ional

~ of any traffic.

The Coalition also ptese:t\tS a SUJlUNUY of rulings which have been issued

by other state commissions COZ¥:f!miIlg whether reciprocal compensationshould

apply to local calls~ftngwith ISP end usetS. The Coalition claims that

every state cammission that bas issued a final decision on this issue has ruled

that ra:tpmc:al compensation should apply to iuch cans. While acknowledging

thatsuch actions are notbinding em this Commission,·the Coalition vieWs $ucl\

~ as usefu1.infomlatian,. mustRtin~ how other juJisdlcti.ons faced with

this same issue have resolvec1 it. In addition.,·w National Association of .

Regulatory Utility Cou:mUssianets (NARUC) passed • reso!utimlat its No~ember
"' .

1997meetmgconcluding ISP traffk should remain subject to state jurisdiction.

GTEC discounts the significaxu:e of ti:1eo~ from other jtuisdictions cited

by the CaaIiticm- ugaing that~of theCited Ofde%s merely involved

inIeramN!ctioncomplaints UDder spedf:ic contraas or atbittatian proceedings

which barely touched upon the 1SP ttaffic is&ue.. To the extent that the cited

ordas do mle that redFOC81COJn~'app1ies to lSP· traffic:~ GTEe claims

that the reasoning~thearders is faulty.

OCT 16 '98 14:14
....
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D..uaion
lbefim issue to be teS01ved is whether caIls In an ISP canstitllte interstate

or intrastate1oc:al traffic. The question of whether ISP uaffic is defined.as local or.
as inteaitate has a hearing onwhether S'QCh calls came within the jurisdidion of

thts~
There is 110 qa:estUm that the Intemet services offeedby an l5P involves

the transmission of informationbeyond U1e lxnmdaJies of a local ca11U1g~

and wbkh may, infa~span the globe.. '1be Internet itself is an intel's1ate

netWork of computer sYstemS. The~howeve:~ is whether thi5 network

of cowpQ;ter systems comprising the Intrmet' can properly bechara~as a

te1ec~ti~nelW~ for~ of tneaSlUing the tenniMtian point of

a telephcme call to access the Intemet thtough an lSP. Patties disputewhether

such Internet conununications can properly be disaggregated into separate

componer1CS, one invol'Vi:ng the telec:ommunications !letWork, anel one that does

not We =ust c0nSi4er whether the uansnUssion of data which occurs beyOnd

the ISP's modem. constitutes C\ indivisible part of a total te1ecxmununicatians

service. This~~ in tum, depends onbow we define a. te1ecomm.~tions

service aJ1d how such&emce is termiMRcL

G11iC argues that theCoalition"5 attempt to sever the I5P communication

into aepante intrastate and intedtate segments is contnuy to legal precedent, but

that a~lionmust be uaalyzed, fot'jllrisdidional pul'POSe5, ..Mfram its

inceptlOJ\ to its completion... (See Te1et:Dmr«t O>~ 11. Ben T~. Co. afPenn. et41., 10

. FCC Red 1626,1629-30~ aftd Sout1tr«stDn Bell Tel. Co. D. FCC, No. 95-119

(D.c. Dit'. June Xl, 1997). GTECdtes a case in Which1heFCC found that a

telephone service was interstate~ thus sulJject to pee jurisdiction even though

the originating caller reached _laW telephcme number &om outof state using

foretgrrexdlange and commoncontrol switching a:aangemeJ\t servites. The

OCT 16 '98 14:14
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servke pcr:mWed u\enduser inNew York to c:aJ;l an o\1t-of?tate C11StOIl\el by

dialing a 1oc:a1number and payiPg local rates. GTEC claims this ca&e is

analogous to the dispute aver 1SP tRffic,ar~that lxrth instances imJ'olve the

use of intrastate local servkes. input, to ~omp1etean interState can.
GtEC also cites the Menny can case,where the FCCconcluded that voice

mail service is subject to interstate jurisdJction even though out~f-statecallers

, ccnUd 1I!tIieve'Q:leS&ages using an intrastate can fC'rwarding seM.ce. GTEC cites

theFCC lindh1g5 that:

-ue key to jurisdiction is tile nature of the communication itself
tamer than the pbyskalloc:ation of \he tec1ltlo1ogy. JlUisdiction over
interstate communicatiOnS does nat end. at the local SWitChboard, it
ContiJ:wes In the ttansmissiads ultimate destination. ..This
Commisc;ian has juri&c1idiori over, aNi tegu1ates dwges for. the
1oc:alnetwo~k when it is used inc:cmjUlldion with the origination and
tlmDinadon af inIelstate caUs.1I' (Petition for~ Relief and
Dec1aJatoty Ruliilg Filed by BellSouth Carp., 7 FCCRed 1620-21
(1992).)

We clisagree with GTEC's daim that the FCC's assertion of jurisdiction

ovsvoteemail seIVice as Cited in~MemDry OJll case has applicability to the ISP

bsAe beforeus be%e- Even iIi. il\Sta1'\Cl!S where int2rstate services ue

jluisdit:tinAally "mixed" with intrastate servkes and facilities otherwise regula1ed

by the states, the FCCN1eci that "'state IegU1ation of the intrastate service that

affect& intemate service will not be ptecDJpted unless it thwarts or impee!es a

valid federal policy.- (ld.# III 1620 (pImL 6).) Thus, even if tSP tnfflc did involve

the~ uUxing of intelstate and in_te services, state regulation of

1be intd&tate portic;m of the semce would notbe p_pted sino! no federal

poUc:y is beingth~or impeded"r requiring that sud1 ISP traffic be

c::onsi4el'ed locaL The FCC bas not issuecl any regulation on this matter.

-8-
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~ver,conttary to its treatmentafvoia! mail and telephone &eMces,
. .

the FCC has not categori.zed Imemet use via local phone connections as a,Single

end-to end ~ammunialtionsset\'i(e. lheFa:has instead defined Intemet

~ as being distindly different f:rom i:nteIstate1ong~e ca11s. For

example, inits decision not to apply interstate access dwges to JSPs, the FCC

noted that, "given the evolution in1SP tee1mn1ogies and ma:rkets since access

dwges were fU&t estab1ishecl in the eiU'ly 19aos, it is not deB mat ISPs use the

public swiidled l\e\Wark ina manner analogous to!XCsllang~

iJUeIeXChange~].If Fixst Reportand Order InRe Acc:ess C1arge Reform.

(UFCC Red 15982 at'i M5 (Released May '16, 1991).)

Ukewise, in theFCC's Report an4 Qrde;r In Re federal·State Joint Board on

Universal semce.12 F.C.C.R. 8176 (Rileued May 8,1997) ("Report and Ordet'),

the FCC canduded that~ access COl.\$istS ofnmre than one compol1ent-­

(lef. at' 83.) The PCC teaSCI!\ed that '11\temet .a"f'S~ inclu~ It network

aansmission compol1el\t, whic:h is the~ over a [local exchange]

netW~ from a subscriber to anIntemet~ Provi~ in addition to the

underlyir1g infD¥mation seMce.II (Id.)

TheFCC his foundmat~a~~esare appropxiately

classified is informatiott. railler than~~ services.#r Report to

Congress in re Pederal..stateJoint1kL On Universal5er'via!, FCC 98-67at' 1S

(.Released Aprl110>1998). 'IheFCC has affirmed that the camgories of

""telecazmnu:nicalicms service" and -infounation service- aremutually exclllSive.

The FCC further COJduded that: "Intemet1cxe$S'providers do not offer a puJe

transmission path; they~ computerprocessmg, infomultion~

and other cOmp11tes--mediated offerings with data transport.. (1d.) In contrast to

a te1ec=LUl~tions aervke. the FCCfound that: "[t]he In1mnet is a distributed.

padcet-switched network. -. [where the] 'information is split up into small

-9-
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c:hunks or 'pacbts' thatare h\di9idually ra1lted through the most e£60et\t t-th

to theb: destination.· (l4. at' 61.12.)

The~~ecp1ait1ed how the semee offered by anISP differs &am a

~tionsservice:

-Jn1l!met ..xess provides t.ypica1ly provide their subscribers with
the ability~~ a vadety ofapptbtions ....When mbsaibeIS stnre
files onIntemet semceprOYidercomputm to establish llome .
pages- on the WalidWide Web, they are, withoutquestion, utilizing
the providersca~ for •• ~ sturing ~ _ Of making available
~. to other$. The seM.ce camot accurately be
c:ha:racterized from this~pective as -transmission" between'or
among poUl1S specifieci by the user'; the proprietor of a Web page
does notspecify the poilUs to wbkh its files wiD.be transmiued, .
becauSe itdoes natknow who Will seek to c1awnload its files. Ncr is
it 'WitMut change in thefcum or content,' since the appearance of
the files an a recipient'S screen depends in part onme SGftware that
the recipient chooses to employ. When6Ubscribe:s utiltte their
Internetservice proVider's ~cilities to rettWTe files Uom the World
Wide Web, tbey are Similarly interadU\g with stofed data, typically

.~tained on the facilities of eithef·tbeir own brtemet seMce
pravideI" (via a Web page 'cache') at' on those of a:nafher.
~can~e files from the World Wide Web, and browse
tt= con1el\tS,because their semce provi4er 'offas ihe 'capability
for... acquiring. ••.~ [and] utilizing. .• informatian.'~ (Ill. at
, 76_(dtations Omitted); Report aM Order, 12 F.C.CIt 8776 at , 83.)

TheFCC~ desmptianof.ln~ seMce makes it clear that the

~ beyond theSPmodem. is an information service, not a

~~~~~~~~~~~~~a

telecauunumcations~. aM does notswitch calls to other end users. Rather,

the JSP answas 1he calL signifying that the telec:cumnunirations service is

terJDh\ated. .t the ISP modem. Once me JSP connection with the local caller is

esmhU~UteISP WieS its com~ternetwork capabUities to &end and receive

data trax1smis&ians .over the In1:emet. 1ll~ iilfotmation~ al"@
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perfcQ Illed uti1i!idg cechna10gies v,bich are indepmdent at the public switched

teJecOUU1\lll1icatiaRs lletWOl'k. Mmeaver, the ISP is notom.ifica.ted as a

teleeornuumic.atians CiIl'riei, arad its own manipulations of data transmissions

thtougb the IntsnetCCJIl\}mter network Ql'InOtpropedybe defined as a

telecommunications~ far puzposes of uwasunngwhere ISP traffic is

teminated. Likewise, the transmissionof data tht'ough the Intmnet cannot

reasanab1y~CQIlStrUed as an inrelstate te1e:ommunbtians se:vic:e simply

because the Intemet can'route infonnatiOn from worldwide sources.

GTEC argues ibattbePCC's granting of·an exemptiOn from federal~

charges to Infcnmation ServicePravider& constitutes a valid inference that the

FCC exclusively~tes~ We disagree. The FCC's Acce55 Charge Order

was limited tD inastate lSI'~ The FCC did not assert exdusive juIisQiction

aver intrastate ISP issues. The~ has histoxicilly exercised its jurisdic:tifm over

1elephanecaniers'~ interstate enhanced services plttSUaIlt to its andl1aIy

jurisdictianunderTitle l41lJSC, Sec. 151-155. In1990, however, the Ninth

CiraUt Cca:rt consic!ered the jmisdidianal'issae Of whether the FCC could

pzeempt the state tram the l'egula.tion of the httrastate eManred 6C!XViCes offeted

by can1en. The ~mthQrcuitm1ed. that du! state's jarlsdidion ove: artier-
. '

provideci UUrastate service does not intr1.1de upon the FCe's ju:ris~tion over

in~enlumced services. TheN"uuh CUaUt explained:

-lTJlle lmJad language atSec. 2(b)(1) [of the Comtnunicatiol'lS Act)
makes cleal'that the sphere of stale authority which statute ·feru:es
off&am FCC teaeh orzeplaUon, l.Duispma PSc, 476 US At 370,
jacludes. at a minim~ setVices that are delivaed by a telephone
carrier 6jn~wi1h' Us inb'aS~common can1er telephone
services. When UtJeqpnmuniLatiom yrvtres 81'!.de!ivered pp: an
i1!tmt!te.~mtel!fDcm s:a:giersavgr~ Jines, tOO.! at the
Very least $UiU& as servps lin cannectiqn with intrastate
somm1D1ication @VimEwir@ ....of _ ~. (ttl USC Sec.

-11-
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1S2(b){1).) That these~ services are nottbemselves
provided on a commoncamer basis is beside the point. As long AS
enMnced setvic:e$ ce provided by CQ1\U!\~tiaMeatriets over the
intrastate telephaxle network, the broad "in~with' ,
1anguage ofSec.. 2(b)(1) places them &qUaIe1y within the tegUlatoty
domain of the states.' (Emphasis idclM.)

Baaed on the analysis above, we find that ISP setVke consists of two

separate componen1a1 one ofwhk:h is a te1ecomImmicaticms service over which

we QIt have juIisdiction. Under the 1996~elecomm1mications Act Congress
separately defiped Htelec-oDlmlJniot~ as the.~I\. between or

among paints spccifiecl by the user, of infonnatian of the use(s choosing,
"withcmtdlange in 'the'farm or ccmIent of the information as sent and feCeived....

(47U5C 153(43).) On the other hatut Congress defined Ninformationsemces- as
, ,

..the affeIing of ac:apabDity for .generating, acquiring, &tOting, traIlSfcmUng,

processing, zetxieVing, utilidng, or making available infotmation via

tel.ecaJmmmications, and iIldudes e1ecbOIW: pubUshing. but does not include any

U&e of any sUch capability tor the~ control or operation of a

~atUms system or the management at a teleco!lU1\1Ulialtions

service.- (47 USC 153(20).) As an information &erVice provider, the ISP is an end

user Widl respect to the termination point of a telecommunieations service.

. Coiisistentwith the PCC's~tiDnatIn~setVice, we

conclude that the zelevant~ as to whether ISP~ is inttas1iIte is the

distance from the.~ user origiJ1a1ing the caIlto the ISP modem. 1£ thi5 di&tan:e

is Within • single localc:aIUngarea, then we amc1ude thatsuch caU is a local call,

and subject to this CoD1D1is5ion"sjuris~ ,In conaast to ISP calls, long

dislaJ1ce voice caDs terminate at a remote location O\ltside of the local calling area.

Our finding that caDs to the JROdem of IIJl ISP constitu~ local telephone

tzaffic does not contractict case law finding that Int87:lel: ttansadions may mvalve

-12-
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mt2xstllte commerce or that the Mnatme- of. ~unicaticm,not the physical

Ioc:adml of telecamm1mications facilities, 15 theprope%·~tof FCC

jarisdidion. The exen:ise of jumdictionby.the FCC andCongress includes

authority aver the Intemet's information serviceeoutp~t whicll involves

transmissions acroSs computernaworksbey~ the ISP modem and the
"tra:nsad:kma which OCC\U' over thn6e networks- The juriscUctian of this

Commission cavers the intrastate telephone Bne amnectianbetween the ILEC's

eI1d user and the. lSP modem.

The treatment of an D..EC customer~ to an ISP I1\Qclem as a local call is

consistent with our ConsuDU!J' Protection JU1.e& adapted. in this proceeding where

we defiI1ed a ~camplete4 ea1l 01"~ commmW:ation to be a •call or other

telephonic COImnW1k:atioti. odgillatedby a pelS01\ or mechauica1 device hom a

number to another number Wbicl\ is iUUiwezed bya person en

mechmk:al/eleetrical device.. (D.95-07~App.B, Sec. 2.5,) Based on this

defini1ion, tile~ c=aU is properly viewed as timnmating at the ISPmo~ at

wh!ch paint the originatingcaJl is answered., and ihe lSP connection established.

Accordingly, the~tiDnof whether the call is local is based upon whether

the rate centeIS assoc:ia1ed with the 1elephcme numbers of the end user and the

ISP provider are both within the same~ calling area.

Thus, we condU4e that we have ju:ris4icIianover the intrastate

teleconunlJl1icattoas seJVice 4.'OInponent of I$P traffic, and thus have authority to

deem these calIs 10caL

Payment at Recip~1CompenaatJon Feea

Pal'tles' Pas1tl0l'lS

The Coalition claims~tCLCs are beingunfairly deprived of

reciprocal compematiDn fees for terminating the ISP ~ffic orlginated by rr..:sc

-19-
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c:osto:mem. The CoaJitial\ c1aiuJS Pacifichas violated PUCOde Sec. 453 by

~g to treat~ to ISPs as1ocalca1ls eligible for~ compensation.

See.45S pmhibits pubnc '"tilities from granting -any preference or advantage to

any CClpOliltiDn or person'" orsubjecting ,-anycatpotatian or person to any

prejudice ordisadv~as"to "rates, chatgI5,~ facilities or in any other

xespeet •..asbetweenclasusof service.- 'The Coalition claims that while Pacific

c:oUec:ts loeal mea5\1%t!cl usage or Zone Usage Measurement (ZUM) Zone'S
, ,

charges on the party originating c:aUs to"Pacific's omt 'InteI:net: access service ,

Pad&:: discrlminates againstCLO by refusing t:a share this t'lNfmue far caDs

from ILEC~ to ISPs served by aA's. Pacific also teCeives revenues on

flat rate semee ($11.25 per month) aver the rate for measured rate service ($6.00

per month). The CAalilion cites~ 55.25per mon1h differential as compensatiOn

far Pacific's costs for usage associated with flatnte. service for whid1. there is no

ectra dusrge. Lik!wise, GTBC 'receives~ge revenue on JSP.calls, ZUM Zone 3

revenues, and it$1.25 i1laement over measmed rate setVice in it5 flat rate charge.

Because Pacific does nat shafe any compensation received from such

cal1ets with me CLC that iD:urs the cost to taminate 1he call tQ the ISP, the

CoaJitinnclaims sw:h diffetential tteatment"produces an unfair competitive edge

£oJ Pacific and \'iolates~ 4S3(a) and (e). lbe Coa1i1ion argues tha~ CLCs ue

enti1h!d to receive compet\5&tian for terminating inbound calls in the same

mameras Padfic and itsown Intemet operatiOns do. As the volume of ISP

tzaffk continues to gfOW a.t explosiye rates, the Coalition argues, the a..cs
burdenof terminatjng ISP eaUs mxrespondingly graws greater..

Pacific detUes thecharge that ithas violated Sec. 453, arguing that

mast of its CQStomets payno additional charge~r each individualloca1 WI, but,
are subject~y to,loca18at'rate &erVice. Likewise, Pacific's customers do

not pay ZUM Zane 3 chaps for ISP caDs since. ClCs spedfical1y assign

-14-
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Wephonenlunbels to ISPs~NXX cocks that permit c:us1ome1S to avoid such

charges. Paafic c:laima that its prices at $11.25 for flat rate service and $6 for

measured nte service do not "en cover its Co6ts of providinglocal service to its

own C1.1StOIl\elS, much~ the costs assodat2d With ca1l.& from its custDmem to

1SP& 5elW:ed by a a..c. Pacific atgW!& that these prkes wa-e nett designed to

cover the costs associatedwith ISP \\Sage where customers maintain theiT

connectiol\ to the 1SP for extended periods of time. Thus, Pacific denies that it

co~any surplus l1Ne:IlUe9 far lSP calls Which canbe shated With CLCs

Pacific claill'5 that it would be cxmfiscatoty to ILEa. to requite them

10 pay CLCs for~teImina~of lSP traffic. Since vittually aU of the ISP traffic

is one-way, Pacific ugues, the COtnpeNating per.minute tmnination chafges

'Would likewise flow asynu:netrically to the CLCs thathave the customer

xe1atiaMhip with the lSPs. The1LEC would tl1us pity both d1e costs of

originating and tem1inadiIg1SP traffic.

The n FCs argue that,. e'VSl if the Commis&ion cot\cludes that jthas

jurisdidion aver such calls" reciprocalcompensation fot ISP traffic should nat be

authorized as a matter ofpolicy. Beca\1Se ISPsreceive caUs, but almost never

originate caJJs, the CLC would rec;eivepayment fciI termirlating JSP traffic, but

woul4sel~ ifever, pay for 1em1iNtion of outgoing c:a1ls originating fram the

ISP. Attlle same time, then.EC woul4 have to bear the can origination~ plus

\be per-minute ehaJpe5 paid to the'a.c £of telmiMting the-Q1l. The ILECs claim

such an -.rangemegt would place an m¢* a:n4' extraordinary burden an the

canier which originates the can. On the otherband, the CLCs argue that it is

1hey who are disadvantagedby the obligati,an to tenninate calls originab!d by the

ILECs' CUStmllet'S to ISPs.

The ILECs wam 1hat if1SP traffic is deemed local, and the

Commissionrequires that rectp:oca1 compensation fees apply to ISP traffic, CI..Cs
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stand tD gaiilmiDicms of daUars inone-way reciprocal compensationpayments

undet'tn~ agreements with the IlEC&, theteby 6\lbsidizing CLC5'

businesses and \U1dermining localcompetition. GTEC ugues that no local

cauier woUld voluntatily serve itaubscriber jf itstands to pay Il\O%e inted~a.l

compensationfeeS 1han itreceives for pnnliding local telephone service 10 the

subsc::riber. Pad£ic.argues that the payment of termination fees to the CLCs fOJ

JSP traffic will CP!iUe an in£eJ\tive for CLCs to _game- the system in a

campetitive1y abusive m,anner. FOT example, Pad&: clain\s that at least onea..c
appears 10 be using fees received &om ~adfic for terminating ISP~ to fund

payments to JSPS for tra.f1ic deltVered to them. Pacific cites the marketing practice

of a~Westoffer tha~ ISPs em-get paid for offering free Internet Ac.cess."

Pacific claims that~adof cbargi:ng ISPs to c:onnect to the ClC r\e\Work,. the
. .

CLC can remit some of their reciJllOCill compensation fees to pay the ISPs for

cannecting the ClCs in the first place. Pacific believes the paymentof xeciprocal

cQ1npensatian fees fat ISP traffic creat!s the W1'cmg incentives encouraging such

marketing practices..

Discussion
Allmattel& affecting the~.aethave aspecial importarlCe to QWfomia, .

and Ca1ifamians. To a luge ex1lel\t. &be intemet as we know it is the creation of

&dentists, tB:hnidans, gavemmem. teIecoJIUn'Q11jQa1iOns companies and wOlkers

livmg in the5iW:on Valley, a scant20 miles scnnh of this Commission'sSan

Ftantisc:o headqwuters. The Southernput of~ state -the television and

motion pidun! Uuiustries - provides much of the higb-band~thcontent that

travels over theinforma~inb&tmctan! Qf this cour&try. With this in mind, it is

not s=ptising thatSection109of the Puh1k Utilities Code singles out these issues

concemhlg telecommunteations~ for sPec:wdiscussion:
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.'09. the14is1a=e~ finds and declares that the poJides for
.tpl~\i.ONi in Celifomia ate as fonaws;

(a) To continue our univasal service canunitment by assuring
thatcontil\UeCl affardabiUty and widespzea4~ility ofhigh­
quality~tian5 &eMa: to aIlCa1ifomians-

(b) To eammage the de9'e1opment and deployment of new
teeht\OlOgies and the equitable~ofseMces inA way which
efficiently meets~need aM e11COlU'ages the ubiquitous
availability of a wide choice of Gtate-of-the-arl services.

(c) To promote econamic~ jab creation, and the
substatltial social benefits 1MI:willftBUlt fron'\ the rapid
implementation of advUlCed iJ:lfoanation and communications
technologies by ~equatelong-termfny~tin the neces&aIy
infrastrudme. .

(d) To promote lowerp1ices, broader consumer choice, and
avoidance at anti-eampe1itive conduct. .

(e) To temQ'O'e thebmiers to open and competitiVe markets
and. promote fair ptaduetan4 price competition in iL way that
encourages greater~, lows: pnms, and more coilsumer

. dtoice.... (p.O. Code §709) .

This codified poliCy statementgives this Commission has a special obligation to

"aseertain in advat'lO! how OlU' :regulatory decisions affect~ state's iNonnation

infra&tnu:tare.

Unfommate1y. the t'GCOrd in this pmceeding amceming the policy

implbtiaps ofpricing intemet tJ:affk is inadeql312. The issue of whetbel' to

subjec:c past, C111"xalt'. a:nd futute inten1et traffic to the reciFocal compensation

teaus included m many:eorltmds was~ DOtsquarely ac:id.ressed by this

CommissionpteYiausly. We know of DO arbitration ruling or Commission

dedsian dsat discusses the spedal pricing that the FCC has otdered for this traffic

as a c:cmsidera.tiDn affecting am own pricing of this tfaffic..

. This mcord slands in sharp contrast to that developed fOr the termination

at pagmg U'affk- Ccmceming this %nauer, the Commissionhas a major precedent

that upholds the ,ec:iprocal compensationproViSions of anin~tion
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agreementardaedby this Commission. In this precedent involving a one--way

ttllf& to II pagingcanier, the Courtstated:

"'The Court agrees With Cook aM the CPUC that nothing in the Act
ptedwies one-way C'Arriers such as Cook &amentering into
teeiptoca1 c:ompmsatian ilgreetllenG with LECs. The Act requites .
only that the agtceutents 'be "reciprocal' in that each can1er agrees to
pay the other for the benefits itrea!ives from the other camet when
the othercarrier teanina12s a call1hat origilUltes with the fhst camet.
The compen5iltion agreement betweenCook and Pacific Bell does so.
Nothing in tlU! fitatUte's lu1guage indicates that such compensation
agreell1el\ts are not required if a disproportionaten~ of caDs
will origillate with the fadJiti~ of one Cattiel or if 1lO calls will

.migiMte with those of the ~ther carrie%." (P~ Bell v~ Teleccm, .
Inc., u.s. D. c;:.; Judgment No. C97-Q3990 Civ.; September 3, 1998)

Insetting OU%' polk¥~ paging companies, the Commission carefully

considerec:l the imbalaIu:e of traffic flow and the mUque cOS1S associated. with

paging traffic. In sha%p contrast to this considered step, we know of no record in
. .

the arbitratedin~onagreements bmw-een ILBCs and CLCs that either

direc:t:ty addressed the imbalance in ISP traffic flow or any special pricing/costing

ch3l'a.cterlstics associated with. ibis type of conunuNcation.

To resolve the issues putbefore US, we will pemdt parties to this

proceeding to file~ts limited to twenty..five pages that: aQ.cb'ess the

fo11owins~:

1. Do caUs to ISPs :have special charactenstics thatshoWd affecting pridl'lg

policieS?

2. What is the size 'of this issue for Califamta? What revenue flows between., .

c:uriars zesult from.intemet traffic? How am. we expect these flows to cl1ange

0YeI'ti=e?

3. Have other tegalatoxy~ addresSed the pricing of internet access

smrkes directly? What paJides have they ildopted?
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4. What affects will differentpritmgpolicies have for~ development ~f the

state's irifotmation tn&astructure? How will they affect investmems in ADSI..,

ISO~ and other specialized data8~?

5. What affects will prldng po1ideS have on the entty of car:ri~hoping to offer

teleconununicatiems semtes insupport of inte:¥U!tservices?

6. What pricing polic:ies consistentwith CUllent statutes would best &erVe the

growing~ of Odiforaia's teleeom:anmications and infDImation

iJ1frastrudu:te~ What ptidngpo1id~arebest fOf CaJiUm;Ua? Why?

Opening comments41 iimited~ 25 pages, are due within 45 days of the adoption

of this order. Reply comments, limited to 15 pagf5, 1%1! due 15 days after the

filing of opening~

We also note that we takeno acQoi\ he:e~ the merits of the

complaUm~ againstPadficBeIl in separate proceedings before this

~on.

Impacts an InturataWlntrastate Calling Ratla5
We are IlDt persuaded by the arguments of the sma1llLECs that we should

refrain from deciding tile juIisdidional status of ISP tmfic because itcould

adverseIy aifec:t the %C!Vel\ues of the smaIl n.ECs wlUd\ is~ on intrastate­

inte%Sta~aJling traffic ratios. Our ruling tNt ISP traffic is intrasta1e is COIlSistent

"'with the~ in w}dd\ such traffic has been tre!ated in interconnection

agreements. In any event, to the extent that a SD\a1l DCbelieves itwill

ex.periena! a maierial revenue in\paet as itmult of a cbange Injurisclictiollal

calling traffic ratios, itmay seek RC01U'Se through its gEnetal Rte caseprocess.

Therefore. the i&saes resolved in thisorder·c~ our jurisdiction over l5P

traf8c should nothave CJJlY advexse impact: on the traditiOnal manner inwhich

1he smaIl !LECs have cletermined ttaffic l'iltios for rate aM revenue pmposes.
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Findings ofFact
1. Disputes Iulve arisenin~ agreements over which cazrier

shaul4 pay for the cost of tenl\ina~e:aU$ originatl=d by tustomeIS of one local

cauier 10 aa:ess IntemetServk:e Providers (ISPs}-which, in~ are te1ephcme

aI&tasnezs of anotGerl~canier.
2. The qtwsliCJi\ ofwhelber1SP traffk Is subject to ca11 termination dlatges

depeMs. inp~onwhethel' such traffic is cWiMd as local or as inteI:state, and

~ent1y,on whether such calls come within the jurisdiction of this

CommiS&ian.

3. Pravision for redptoeal~tionfor call termit\ation in

intemmnection agreements only applies to local traf6c: originating and

ten:rUnating within a local aUUng area.

4- J5P service is annposed of~odisaete elements, onebeing a

te1ecammUnications seIVice by which the end user c:onnects to the lSP modem

through a local calL the secondbeit1g an information sm1ice by which the ISP

converts the customer's analogmessages into d~tapackets which are
""individually rout:eel through its mod.e1n to host comp~ternetWorks located

fhloQP1Jt me world.

5. Under the .1996 Telecommunications Act (Act), -1eIecommunicationsM is

defined as the .U'II\Smissian., betweet\ Dl' among paints spedfied by the uset. af

infOlmation of1he user's c:hoosJng, withoutd1ange ill the fonn or content of the

inbmatian as seJ\t and wceived.'- (47 USC 153(43).)

6. The Act separately defines ·iDfo~tion" service!r as "the offering of a

capabilhy for generating, acquiring, storing, trataSfurming, processing,~

qti1izing, or maJ.cil\g available infOlUUltion via te1ecotnmumcations, and inc:llldes

e1ectrQnic publishing, but does not include any use of any such capability for the

.,
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mana~control or operation of a~tim16 system or the

ma¥Ylgement ofa.~service-" (47~153(20).)

1. EvenwheEe in1erState~ ate jurisdictioMlly mixed wi!h intras1ate

~ and facilffies odu!twise.l'egula~d by the states, the FCChas mled that

state regulation of the intrIstalle service Will notbe preempted unless It thwarts

or impedes a valid federal policy.

8. The us. Court of Appeals for the Ninth CiraUthas iuled that 6tate

juriscIidiDn over canier-ptovided intrastate enhanced sel9ices such as ISP ca115

does I10t int:rwie uponFees jmi6diction over intelstate enlutna!d sm:vices

offered by carriel's.

9. The relevant determmant ofwhether ISP traffic is intrastate is the whether

between the rate centers associated With the~one number of an end User

originating tl\e cal\.and the·te1ephar\e number at the 1SP moaem where the call is

tenl'dMted are bath intrastate.

10. If1he transmission between the rate~[Sassociated with the telephone

numbers end usel' OIigiMting the call to the ISPmodem. lies within a single local

callmg~ then such can is a tocat c:aU.

11. 'ft1e issues resolved in this order concerning out jurisdiction over intrastate

cal1s to JSPtshould nothave any adverse·impact on the traditional manner in

which the smaIl lLECs have detemUned traffic ~tias for rate and 'reVenue

purposes.

12- The fact that ISP t:rilffk flowspx~y in ane~ does not

negate the costs invalve4ln ter!llinating traffic.

ConCluaiGna ofLaw

1. TNs Commission has j\UisdicQon over transmissions originating ttOD\ an

end user uad terminating at an ISP maclen\. where both the end user and modem

are Intrastate.
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2. Thi5 Commissionhas j1mSdidiait to i6sue IIl\otder ruling onwhetbel' a

t:raIlSmissian~S U an ISP is to be subject to the reciprocal com.pensation

provisionS of intereonnection agreements.

g. CaUfomia has adOpted statu~ proVisions to setstate telecomtnurUcations

paUdes to guide the Commission's regulation tJf telecommunications

bUrastrudme.

... It is prudent to determine how alternative policies far pricing traffic 1'O an

lSP Uiodesn wiD affect access to and investment inCalifornia's infon:nation

infrastrw:ture.

ORPER

rr IS ORDBlUiD that

Parties wishmg to participate in the ~uunis&iQn's proc:eeding to

detennine policif!s for pricing telecommunications directed to an lSP modem

shaWd file arid seroe conunents addressing the foUowing questions:

1. Do calls to ISPs have &pedalc:hatactetistic that should affecting pricing
policies? .

2. What is the size of this issue for Califamia? Wl1at JeVen11e flows between
carriers result uominternet traffic? How CaI\ we expect these flows to change
overtime?

3. Have other~\01yjmisdictions addtessecl the pricing of internet access
services dired:J.y? What po1ideS !lave they adapted? .

4- What affects will'ctifferentp1icing pa1ides have for the development of the
5t&te·s tnfo=atibn~~?HowwiU they affect investm.e:U5 in ADSL,
ISD~ iUUl other spediUizeci data setri:'es?

5. What affecb wi11 pricing po1ides have on the ent!y of earners hoping to offer
telPCQJNDW1ications secvk:es insupportof intemetsetVice&?

6. What pricing pa1Sdes c:ansis1ent with cunent stablte5 would bestserve the
growing needs of California's te1econununications and infoxmation
infrasuucture? What pricing policies ate best for California? Why?
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Opening~ are1hnitedto 25 pages and due within45 days of adop1ion of.

this order. Reply co=ments ate lixnimd to 15 pages~ due within '15 days of the

filing date of openingcomments. .

This order is effective today.

Dated • . 'atSan Prancisco, California.

OCT 16 '98 14:19
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BEJ'O~ TIIE!'UBLIC tJ1'ILmES C0M;MlSSlON

OF THE STATE OIl' CALIFORNL\

Order Instituting R.ulcme1rittg OD the
CQmDdaiOll's Own Motion into
Con)pe6tian for Local Bxcbuge Service. .
Otder Jnstit'c1tlq laveIdption emilie
Commission', OwnMotion inio
Competition for Local Bxduulge SCrYicc

)
)
)
)
)
)
) .

)
1.95-04-044

NonCE OY' EX PARTE COMMUNICATION '-.

Punumt to R.ulo 1.4 <a> "flhe Commission'. Rule ofPn.ctic:e BDd Procedure. pac.iftc B~U .
.

(U-l001-e) provides the foUowiftgucnice ofex pade communicatiOn!.

On Thursday. SCptc;mber 24. 1998. run callaway, President Pacific Te1asiB, Bill Blue,

Vice Presidmt.R.egulatoty, paCific Bell, :David Discher.~Atto~, Pacific Telesis, and

Dam JICODsen, Emcutive DbectorRegWatolY. Pactiic BcU. met with Commi&sios= Duque- aiul· .

Advisor nm ~ullivan. The mcetiq wu.rcquested by Plcific Bell and it occurred at

approxitnate1y 10:30 LID. at the Comminiop offices It50SV~ Nass Ave•• Sm Francisco. Ca.

~~ Dam.PIdBc Bell made1hc foUowiq points: 1ntcmB't ci11s are 12Ot.1ocal,

Rcciprocal compenBBtioa would have • sigDItlcant negative tinancial impact on Pacific Bell. 1he. .
, '-

policy impIicatiODS on this issuo .'lignificmt,o~8I8teS nave not addreSsed the policy

implicatioas fe1atecl to i'ecipfoc8l campcaaation and aamC CLBCsucl IXCs have agreed with
. .

Pacific's position.

2"d
OCT 16 '98 14:19

660l-1i'LG S'tl' Wd9S :2't 86, 20 l.:lO

PAGE. 23



..

. .
To ebtaiD • copy oftbisho~ p1tase CODblct

~Tam

PeCificBcU
. 140 New MoatgOmcnr S1reot, Room 2519
SIl1~,CA 9410,5
:re1~ (415) S~2-3820

. Fax: (4IS)S4~3?66

Daniel.O. JIc91Jjle11
Ex!cutive r - Pacific Bell Regulatory
(415) 545·1580

'.
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